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'Kahler, Pam

From: Kahler, Pam

Sent: Wednesday, January 28, 2004 2:04 PM
To: Hale, Janine

Subject: RE: split of LRB 3588/2

Hi, Janine:

I'm glad you sent the e-mail because | was under the impression that you wanted just one bill that included both of those
pieces. Now | know that you actually want two bills (in addition to LRB-3588/2), each with one of those pieces. Yes, I'm

sure they can be out to you by next week.

Pam

From: Hale, Janine
Sent: Wednesday, January 28, 2004 1:59 PM
To: Kahler, Pam

Subject: split of LRB 3588/2
Hi Pam,

This is in follow-up to our conversation late afternoon yesterday. Bonnie would like to stick with the current HSA
language in LRB 3588/2.

So to reiterate, we want to draft the self-funded eMployer group piece and the HSA piece as two separate bills. Do
you think they could be ready by next week?

Thanks,
Janine

Janine L. Hale

Olffice of State Representative Bonnie Ladwig
63rd Assembly District

113 West, State Capitol

P.O. Box 8952

Madison, WI 53708

(608)266-9171

1-888-534-0063

Janine.hale@legis.state. wi.us



3. Self-insured Proposal '3’3 3 / Pl

This plan sets up a pilot project to allow a chamber of commerce group to establish and admlmster a health care
benefit arrangement for their employees on a self-funded basis. The employer group would decide the ‘
parameters of the health benefit arrangement including the benefits that will be provided and who is eligible for
benefits. This pilot project would operate for three years and would work like any other self insured plan.

“Government shouldn’t stand in the way of small businesses who want to continue to prov1de health insurance,
but can’t afford it,” said Ladwig. ~

\{ Medical Savings Account Proposal '
This™plan streamlines state statutes to encourage the use of Medical Savings Accounts (MSAs) in

,/

Medlcal Savings Accounts XMSAs) allow for an employer /pfbwde monthly conmbuuops to md1v1dual
employee accounts for the sole™purpose of medical expenses Employees may also contribute pre-tax dollars to
the accounts. Employees are allowed™o_carry a balgace in the account, use the account balance in other
employment settings and apply their balange ’gyéupplement retirement or disability income. The employer
would provide catastrophic msurance coveragé for the employees in addition to the MSA contribution. MSA

: of the employee’s choice on a traditional “fee for service”
ake their own health care decisions.

“MSAs encourage health care

wh&z:te and places them in control of their own
health care decisions,” sald '

e consumers to engage in wellness
: a healthier society and lower health

Representative Vulgfir stressed that an added bonus to MSA is that the patientrays the health care provider
directly when ngn“catastrophic care is necessary, thus lowering administrative costs™gcause there is no need for
i fhsurer. “MSAs are a win-win for evelyone,” said Vukmir. “By taking control of their health care,

ot
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. . 4149/,
State of Wisconsin . wg \

2003 - 2004 LEGISLATURE

-~ 2003 BILL

1 AN ACT to create subchapter XVI of chapter 71 [precedes 71.98], 146.92, 601.415

2 (8) and 635.25 of the statutes; relating to: self-funded employer groups for

4 ederatTa el tolhealtt savin. ounts Ale—-11C0Mme

Analysis by the Legislative Referénce Bureau

———> _Selffundld erdploter-groups-

This bill authorizes the formation of three employer groups each for the purpose
of establishing and administering a health care benefit arrangement for providing,
on a self-funded basis, health care benefits to the employees of the employers that
participate in each employer group. Two or more employers that are members of the
same chamber of commerce may form an employer group and other employers that
are members of that same chamber of commerce may elect to participate in the
employer group that is formed. An employer that participates must offer to cover all
of its employees who have a normal work week of at least 30 hours, and their
dependents, and, generally, may not discontinue participation before the employer
group terminates.

Each employer group will determine all matters necessary for the operation of
1ts health care benefit arrangement, which may operate for no longer than five years.
An employer group may not provide more than $50,000 in benefits to a covered
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person per year on a self-funded basis and must obtain stop-loss coverage. Each
health care benefit arrangement must provide the same benefits for all employers
participating in the employer group, but the contributions paid by participating
employers for self-funding purposes and for purchasing stop-loss coverage do not
have to be the same. Both the employer groups and the health care benefit
arrangements are exempt from all requirements under the insurance statutes. The
employer groups may not be considered insurers, and the health care benefit -
arrangements may not be considered insurance contracts, for any purpose under the
statutes. ‘

Each employer group must annually submit to the Commissioner of Insurance
(commissioner) and to the appropriate standing committees of the legislature a
report that contains information about the employers participating, the covered
employees and dependents, the benefits offered, and the claims paid. The Legislative
Audit Bureau is required to conduct a performance audit of each employer group and
its health care benefit arrangement and to prepare a report on each for distribution
to the appropriate standing committees of the legislature. 9_/

Basic benefits plan
This bill requj é’g the commissioner to design by rule a health benefit plan\

(plan) for the employees of small employers (generally, employers with 2 to 50
employees) the dependents of the employees~"The plan must provide basic
benefits; gy exclude or modify any health ipstirance mandates with which health
insuregg’or health benefit plans are requizef to comply under current law; and must

other group health benefit pl

% d by the commlssmr;,er
The insurers offeringfthe plan must submit annual rep8rts to the commissiow&r on
the number of emyp oyers and employees and depefidents with covcz‘;gyd%lygr the
plan, and the gdmmissioner must compile th&ififormation in an ann report to the
approprlate standing committees of the legislature. The Legislative Audit Bureau
\1s required to conduct a performance audit of the plan analyzing the participation
e and th miums charged. o

Health savings gecounts Pt

is bi incomat and franchise tax purpoges, section 1201 of ‘
i 46 claiming a deduction for grramount that a person—
a health savings ge€ount.

: ed to the J oint Survey Cmﬁgllttee on Tax Exenrptions for

For furt 1nfat10n see the state fiscal estimate, which Wlll be printed as

\?_QQ,\D —~ an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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SECTION 1. Subghaptér XVI of chapter 71 [precedes 71.98] of the statutes !L |
rd

/ﬂ

NUE CODE UPDATE

created to reg,d*:’“
e

CHAPTER 71

SUBCHAPTER

INTERNAL

71.98 Internal

enue Code update. The following federal laws, to theii

extent that

apply to the Internal Revenue Code, ap o this chapter:

1) HEALTH SAVINGS ACCOUNTS. Section 120 P.L. 108-173, to the extent that }
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it relates to health savings accounts. 5

SECTION 2. 146.92 of the statutes is created to read:

146.92 Self-funded employer groups. (1) DEFINITIONS. In this section:

(a) “Eligible employee” means an employee who works on a permanent basis
and has a normal work week of 30 or more hours. The term includes a sole proprietor,
a business owner, including the owner of a farm business, a partner of a partnership,
and a member of a limited liability company if the sole proprietor, business owner,
partner, or member is included as an employee under the health care benefit
arrangement under this section, but the term does not include an employee who
works on a temporary or substitute basis.

(b) “Eligible employers” means employers that are members of the same
chamber of commerce.

(2) FORMATION, ELIGIBILITY, AND QUALIFICATION. (a) No later than J anuary 1,
2006, 2 or more eligible employers may form an employer group to establish and
administer an employee health care benefit arrangement for the joint provision of

health care benefits on a self-funded basis to their eligible employees, the eligible
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employees of other eligible employers that elect to participate in the employer group,
and the dependents of those eligible employees.

(b) 1. The eligible employefs forming the employer group shall specify a date
by which other eligible employers must elect to participate in the employer group or
be fofeclosed from participating. All eligible employers that elect to participate by
the date specified and that meet any requirements established under sub. (5) (d)
shall be allowed to participate in the employer group.

2. Notwithstanding subd. 1., an employer that is a new business starting up
after the date specified in subd. 1., that becomes a member of the same chamber of
commerce after that date, that elects to participate by a later date that the employer
group establishes for the new business to make the election, and that meets any
requirements established under sub. (5) (d) shall be allowed to participate in the
employer group. |

(c) No more than 3 employer groups may be formed under par. (a), and no more
than one employer group may be composed of employers that are members of any one -
chamber of commerce. The first 3 employer groups that provide evidence to the
commissioner of insurance that they have formed and are in compliance with the
requirements under this section shall qualify to participate in the project under this
section. The commissioner of insurance shall provide notice in the Wisconsin
administrative register when 3 employer groups have qualified under this
paragraph. The notice shall list the groups and the dates on which each provided the
necessary evidence of compliance.

(d) 1. Except as provided in subd. 2., an employer group may operate and
provide benefits under its employee health care benefit arrangement established

under this section for no longer than 5 years.
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2. After the employer group has ceased operating its employee health care
benefit arrangement, it shall continue to be responsible for paying eligible claims
that were incurred during the time in which the employee health care benefit
arrangement was operating.

(3) EMPLOYER REQUIREMENTS. (a) An employer that participates in an employer
group under this section shall be required to offer health care benefits under the
employee health care benefit arrangement to all of the employer’s eligible employees
and all of the eligible employees’ dependents, as defined by the employer group under
sub. (5) (b), and may not offer any other health care benefits to its eligible employees
or their dependents. |

(b) An employer that elects to participate in an employer group under this
section shall be required to participate until the employer group terminates. To
ensure participation, an employer group may require all employers that elect to
participate to pay, at the commencement of participation, an amount that will be
forfeited to the employer group if the employer discontinues its participation before
the employer group terminates. In addition, any employer that discontinues
participation before the employer group terminates shall be 'responsible for the
employer’s proportionate share of the cost of any eligible claims payable by the
employer group that were incurred before the employer discontinued participation.

(4) COVERAGE. (a) Each employer group shall pay no more than $50,000 in
benefits on a self-funded basis in a calendar year for each person cdvered under its
employee health care benefit arrangement. Each employer group shall obtain excess
or stop-loss coverage through an insurer authorized to do business in this state in
an amount that is sufficient to pay eligible claims that exceed the amount that the

employer group will pay on a self-funded basis per person in a calendar year.
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(b) An employer group shall provide the same, uniform health care benefits for
each employer that participates in that employer group.

(5) ADMINISTRATION. (a) Each employer group shall determine all matters
necessary for the administration and operation of its employee health care benefit
arrangement.

(b) Each employer group shall define who is a dependent for purposes of
coverage under its employee health care benefit arrangement.

(c) Each employer group shall determine the amounts that eligible empldyers
participating in the employer group must contribute for self-funding the employee
health care benefit arrangement, for paying administrative expenses, and for

purchasing excess or stop-loss coverage. The contribution amounts may vary from

- employer to employer based on criteria developed by the employer group.

(d) An employer group may specify minimum participation requirements that
an eligible employer must satisfy for participation in the employer group.

(e) Notwithstanding sub. (3) (b), an employer group may specify circumstances
under which a participating employer may discontinue participation in the employer
group before the termination of the employer group without forfeiting all or a portion
of the amount paid by the employer under sub. (3) (b).

(6) REPORTS. (a) Annually, each employer group shall prepare and submit to
the commissioner of insurance and to the chief clerk of each house of the legislature
for distribution to the appropriate standing committees under s. 13.172 (3) a report,
which shall be due 2 months after the anniversary of the date on which the employer
group began operation, that includes all of the following information for the
reporting period:

1. The number of employers participating in the employer group.
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2. The number of employees that each participating employer has.

3. The number of employees and dependents covered under the employer
group’s health care benefit arrangement and the age and sex of each covered
employee and dependent.

4. A brief description of the benefits that are provided under the health care
benefit arrangement.

5. The total contributions paid by participating employers, the contribution
amount used for self-funding the health care benefit arrangement, the contribution
amount used for paying administrative expenses, and the contribution amount used
for purchasing excess or stop-loss coverage.

6. The criteria upon which the employer contribution amounts were based.

7. The amount that has been paid out in benefits under the employee health
care benefit arrangement on a self-funded basis and under the excess or stop-loss
coverage. |

8. The type of health care coverage, if any, provided by each participating
employer during the 2-year period before the employer’s participation in the
employer group and the cost of that health care coverage, including both employer
and employee costs.

9. The number of employers that discontinued participation in the previous
year, if any, the reason for each discontinued participation, and the penalty imposed
on each. |

(b) The legislative audit bureau shall conduct a performance evaluation audit
of each employer group formed under this section and of its employee health care
benefit arrangement. The bureau shall be allowed access to all records of each

employer group that may be relevant for this purpose but may not use or maintain
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any pereonally identifying information contained in the records. Within 6 months
after an employer group submits its 2nd annual report under par. (a), the bureau
shall submit copies of its audit report for that employer group to the chief clerk of
each house of the legislature for distribution to the appropriate standing committees
under s. 13.172 (3).

(7) EXEMPTION FROM INSURANCE REGULATION. N otwithstanding 29 USC 1144 (b)
(6) (A), chs. 600 to 645 and any rules promulgated under chs. 600 to 645 do not apply
to'an employer group, er to an employee health care benefit arrangement, under this
section. An employer group shall not be considered an insurer, and an employee
health care benefit arrangement shall not be considered an insurance contract, for
any purpose under the statutes.

SECTION}3. 601.415 (8) of the statutes is created to read:

601.415 (8) EMPLOYER GROUP QUALIFICATION. Notwithstanding s. 146.92 (7), the
commissioner shall perform the duties required under s. 146.92 (2) (c) related to the

qualification of employer groups for the project under s. 146.92.
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SECTION 4. 635.25 of the statutes is created to read:
635.25 Basic benefits plan. (1) The commissioner shall by rule design a |
\\ﬁpheglth benefit plan that small employer insurers shall offer to small employers

for providing heaMare coverage for their employees and _the.-employees’
dependents The plan shall Prov

ide basic benefits apdentay exclude or modify any

¢d in s. 601.423 (1), except to the extent

of the health insurance mandates, as ir

that any health insurance mand 1Te is required under.federal law. The plan shall be
M-A““
"ﬁ"
designed so that theaverage premium for coverage under the plan is at least 10
™,

percent l(ﬁ;ver than the average premium paid by small employers for émge\{'age under

~ther group health benefit plans. .

R T "
TR oy
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' \/ 1 (2) Beginning on May 1, 2005, and ending on April 30, 2010, every gmall X
employer insurer shall be required to offer the plan, except that coveragyfaynot |
: be terminated before the end of the agreed term for any policy purchase;i’{)/n or before
| pril 30, 2010, regardless of whether the coverage extends beyong April 30, 2010.

5 3) (a) Annually, beginning on July 1, 2006, and ending oz July 1, 2010, each

6 small éxployer insurer shall submit to the commissioner a2 port that includes the

7 following information for the 12-month period ending ofl he preceding April 30:

8 1. The ntwber of small employers that have chased coverage under the

9 plan.
10 2. The number of\¢employees that each all employer under subd. 1. has.
11 3. The number of employees and dependents that are covered under the plan.
12 4. The number of small>emplggers that have purchased other health care é
13 coverage offered by the small emplhyer insurer. |
14 5. Any other information equir by the commissioner by rule.
15 (b) Annually, beginnjg on September 1, 2006, and ending on September 1, |
16 2010, the commissioner 4 all submit to the chief clerk of each house of the legislature
17 for distribution to thé appropriate standing com'tees under s. 13.172 (3) a report
18 that compiles thge information submitted to the com issioner under par. (a). The|
19 commissioney'may by rule require small employer ins s to include in the reports ‘;
20 informatign in addition to that required under par. (a) 1. to %, that the commissioner

21~ deterpfines would be useful for assessing the effectiveness of the plan.

22 (4) The legislative audit bureau shall conduct a performance gvaluation audit
23 of the basic benefits group health benefit plan under this section. The audit shall |
24 analyze the participation rates in the plan and the premiums charged foncoverage \

under tbﬂgpl@f%mampaﬁmmﬁh"mgpiums paid by small employers undek other \
- T — ——
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{/T group health benefit plans. The bmgw}fglrﬁg‘ﬁigwed access to all records of each \\

2 small employer insurer that may be relevant for this purpose but may not use or

maintain any §gnally identifying information contained in the records. By

© ® | o oA W

10 created by this act, to the legislative ?}ﬂlcﬂ staff under section 2% /}
L1l Statutes no later than O¢tober 1, 2004.

=

15~ effect, except that if this sybSection takes effect after July 3
16 - subchapter XVI((_)_f'/clw‘ﬂé; 71 of the statutes first ap:/ 1j

\ 17 on January 1 of the year following the year in which this subsection takes effect.

e

e treatment of

o0 taxable years beginning

18 (END)

=
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LRB-3588/2.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682
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Barman, Mike

_ e —————
From: Hale, Janine
Sent: Tuesday, February 03, 2004 3:30 PM
To: LRB.Legal
Subject: Draft review: LRB 03-4149/1 Topic: Authorizing chamber of commerce self-funded

groups for health benefits

It has been requested by <Hale, Janine> that the following draft be jacketed for the ASSEMBLY:

Draft review: LRB 03-4149/1 Topic: Authorizing chamber of commerce self-funded groups for health
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